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On Dec. 2, in Brasilia, International Monetary Fund (IMF) managing director Michel Camdessus
praised the government's economic austerity program for the next two years. He said Brazil was
pursuing a path to "recover its natural leadership in Latin America." Camdessus was referring to
the contents of a letter of intent formally submitted by Economy Minister Marcilio Marques Moreira
Dec. 3 requesting IMF approval of a US$2 billion stand-by agreement. If the Fund acts to approve in
January, the accord would run from January 1992 to August 1993. The government's economic policy
commitments, and performance projections appearing in the letter of intent are summarized below.
* Zero GDP growth in 1992, 3% in 1993, and 5% in 1994. * Single-digit inflation by year-end 1992, and
a 20% per annum rate in 1993. Thus far in 1991, aggregate consumer price inflation is close to 300%.
* Fiscal deficit reduction to a maximum 2.5% of GDP in 1992. A surplus equivalent to 0.5% of GDP
is predicted for 1993. The projected deficit for 1991 is equal to 5% of GDP. (This year's GDP figure is
estimated at about US$400 billion.) * Foreign currency reserves of US$9 billion in 1992. At present,
reserves total US$7 billion. * Prices are to be deregulated. Exceptions are prices on selected basic
consumer goods, and products manufactured under "oligopolistic" market conditions. * Floating
exchange rate. The government will intervene in the currency market only when deemed necessary
to maintain adequate foreign reserves. * Inflation compensation raises for public employee are to be
eliminated. * Assorted federal government spending cuts, and a battery of "tight monetary policies."
* Tax reforms (requiring congressional approval) are scheduled to go into effect in 1993. Once an
IMF agreement is finalized, the government plans to begin negotiations to restructure US$20 billion
in debt owed to Paris Club creditor governments. Economy Minister Marques Moreira said Brasilia
will not request principal reduction, but rather reduced debt service payments over the next five
years. Next, government officials hope to refinance US$52 billion in medium- and long-term debt
owed foreign commercial banks by March 1992 at the latest. Brazil's total foreign debt is around US
$122 billion. A letter of intent submitted in January 1985 was rejected by the Fund because targets
were not considered viable. Another letter of intent dated September 1990 was turned down. The
Fund refused to consider a stand-by agreement until Brasilia reached an agreement with foreign
commercial banks. In July this year, Brazil paid commercial banks US$886 million in interest under
an agreement to settle US$8.5 billion worth of arrears accumulated since July 1989. (Basic data from
Spanish news service EFE, 11/29/91, 12/01/91, 12/02/91; Agence France-Presse, 12/01/91, 12/02/91;
Associated Press, 12/02/91; Chinese news service Xinhua, 12/03/91)
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